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WASHINGTON POST (Hobart Rowen, "What Needs to Be Done Now," 10/21/87) The "Reagan
Revolution has come full circle: the excesses of the past six years, visible in deficits near $200 billion
a year in both the budget and trade, couldn't go on forever." Under the Reagan administration,
the US accumulated as much national debt as was accumulated in the nation's history. Next, the
US somehow believed that the huge debts accumulated in the Third World could continue, and
when those loans failed, they could be covered up on the big banks' books. Moreover, the United
States has become the world's biggest debtor, although some say the government can always
print money to pay it off. So far, the record stock market collapse has been met with governmental
denial reminiscent of 1929. "`The economy is fundamentally sound,' said Treasury Secretary James
Baker...And President Reagan, who gives every evidence of being totally out of touch with reality,
told reporters: `I don't know what meaning it (the 508-point decline in the Dow Jones index) might
have, all the business indices are up there's nothing wrong with the economy.'" According to
Rowen, it is up to the major powers, especially the US, West Germany and Japan, to "show the
leadership that will restore confidence." "The first priority must be reduction of the budget and
trade deficits...And that will require that Reagan abandon his nearly psychotic aversion to any tax
increase that would reduce the budget deficit." In addition, the Democratic Congress will have
to cut expenditures. Next, "normal political infighting" will have to be abandoned to avoid the
passage of protectionist legislation. "More than ever, the global economy needs the restorative force
of growth which would be stultified by the kind of trade barriers some members of both parties
in Congress are trying to erect." WALL STREET JOURNAL (editorial, 10/20/87) After stating that
markets do not ordain events, but people do, the JOURNAL editorial compares certain features
of the 1929 depression with today's conditions. "In retrospect, it seems clear at least to us, that the
Great Depression was essentially a massive protectionist mistake, feeding into an international
economic scene with international debt problems and exchange-rate instability quite similar to
those of today... "If in 1929 the market was telling us to dispel the gathering clouds of protectionism,
what is it telling us today? There is of course plenty of protectionism in the air, and congressional
pressures for a tax increase; these are certainly part of a worrisome horizon." According to the
JOURNAL, the events of Oct. 19 were about exchange-rate instability, i.e., a possible collapse
of the value of the dollar, the vehicle of world trade transactions. Thus, "international financial
leaders should start thinking of trying to forge out of the crisis a more permanent exchange-rate
regime." PHILADELPHIA INQUIRER (10/20/87) "Underlying the panic was a host of grim realities
that Americans have known all along, but preferred to deny...[Yet], President Reagan, the man
most responsible for the current state of the American economy, predictably sought to minimize
the meaning of the Oct. 19 plunge. `I think everyone is a little puzzled...because all the business
indices are up...There is nothing wrong with the economy.' "That just isn't true...the prosperity
of the Reagan years has been built on unprecedented borrowing and a dangerous preference for
consumption over investment. We have been enjoying the present at the expense of the future."
WASHINGTON POST (10/20/87) "Now the world will learn about the fire walls between the stock
market and the real economy of jobs, incomes and production and whether they work. Those fire
walls have been built with great care in the 58 years since 1929 to prevent a financial panic from
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spilling over into the kind of general collapse that became the Depression... "The possibility of a
recession next year is now much higher than it seemed a week ago. But recessions are controllable...
"The 1929 crash came at a point when the American economy was already sliding steeply into a
recession. The present one comes amid steady expansion....But there are other differences that
are less favorable. This country is now an international debtor, as it was not 58 years ago," and
thus vulnerable to the flows of foreign investors' money. Cause for greater concern is the fact
that the "government has very little latitude to shift policy. The budget is locked into a corrosive
quarrel that President Reagan seems unwilling to resolve...All those years of huge deficits have left
the government immobilized and incapable of acting independently..." According to the POST,
historians have identified three great lessons from 1929-33. First is to avoid engaging in reverse
policy that makes things worse, like tightening monetary policy in a deepening recession or passing
patently protectionist tariffs (such as Smoot-Hawley). Second, "remember that the international
linkages are much more important than politicians thought in 1929, and those politicians greatly
aggravated their countries' misery by trying to go it alone." Finally, it must be recognized that
leadership is essential, and that "it has to come from the United States..."

-- End --
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